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ANY thousands of business concerns have adopted Addressograph- 

Multigraph methods because investigations have convinced them 

that this great team of modern business machines saves time, reduces 
expenses, speeds sales, builds profits. 


**Paper-work’’—the production and use of advertising and sales helps, 
office and factory forms, and the making, keeping and use of records— 
is a vitally important part of any business . . . of your business. Addresso- 
graph-Multigraph equipment, working as a complete unit, handles 
paper-work for business with speed, accuracy and economy. 


The value of these modern tools of business as time and money savers 
has been proved through more than a third of a century of experience. 


Check over the partial list of Addressograph-Multigraph money- 
saving functions at the right. Then consider what these, and similar 
jobs, cost your business each year. Remember, no matter how com- 
plicated or how simple your “‘paper-work” may be, there are—among 
the more than 100 models in the line—Addressograph-Multigraph 
machines and methods ideally suited to your specific needs. May our 
representative confer with you regarding potential savings in your 
business. Consult your phone book or write to 


ADDRESSOGRAPH-MULTIGRAPH CORPORATION 
Cleveland, Ohio 
Offices in Principal Cities Throughout the World 














BETTER WORK—LOWER COST 


4/ MULTIGRAPH: Prints all kinds of office 


and factory forms, direct mail liter- 
ature, circulars, price lists—1001 jobs 
—at big savings. Produces facsimile 
typewritten letters. Prints from ribbon 
or ink with typewriter type, printers’ 
type or electrotypes. Fast, reliable, 
economical—produces quantities 
needed as required. 


MULTILITH: New simplified office lithog- 
raphy process. Produces high quality 
letterheads, catalog pages, bulletins, 
forms of many kinds with surprising 
speed and economy. You can write, 
typewrite, trace, draw or photograph 
direct on the Multilith plate, thus sav- 
ing time, type composition and engraving 
costs. 


ADDRESSOGRAPH: At one motion me- 
chanically writes names and data on 
any form, such as statements, payroll 
forms, production orders, checks, cards, 
fill-in letters, envelopes . . . Does its 
work 10 to 50 times faster, without mis- 
takes. Your records on Addressograph 
plates are usable, flexible, alive! 


Address graph ) ultigraph 


TRADE MARK 


DE MAR 
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Each member of 
She (Controllers Institute of America 
is extended a cordial invitation 


to attend a demonstration of 
“Remington (Rand —‘Powers 
Gabulating °Machines 


“Remington CRand Inc. 


Spaces Io and 11, Basildon Room 
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Lidttortal Comment 


N imposing volume of material which has a bear- 
A ing on the work of the controller has been made 
available during the past year, as a result of studies, 
discussions, papers, addresses delivered, and articles 
published, under the guidance and stimulus of The 
Controllers Institute of America. That interesting 
and valuable development is disclosed by a review 
which has just been completed, of the work done 
during the past twelve months by the national or- 
ganization of controllers. 

Performance of this work—the initiating of the 
studies, the arranging of discussions, the publishing 
of papers—came about in a most natural manner, 
without putting undue emphasis on this portion of 
the program of The Controllers Institute. It was 
merely a to-be-expected development which fol- 
lowed, as a matter of course, practical completion of 
the work of organizing The Institute, a task which 
consumed three years of time and which was fur- 
thered, advanced, and helped to completion by the 
unflagging interest and devotion of that small band 
of controllers who constituted the advance guard of 
this movement. 

To those controllers whose vision was so keen 
and who gave and are giving so willingly and freely 


of their time and thought, to the one end that the 
interests of all controllers may be advanced, is due 
a full measure of credit and encomiums. It requires 
courage, persistence, an ever present understanding 
of what may be accomplished, of what the needs are 
of men following this calling, of the problems to 
be met—all these attributes and more—to create 
such a body as The Controllers Institute is proving 
itself to be; to go through the trying years of or- 
ganization, of defining policies, of setting ideals, of 
providing means for the making of organized studies. 

Almost imperceptibly The Institute passed from 
its organizing stage, during which even with com- 
paratively small numbers of members an amazing 
number of outstanding accomplishments were writ- 
ten into the records, into the stage of greater ac- 
complishment in which there came reaiization in 
large measure of the objectives which the founders 
of The Institute had in view when they launched it. 

The details of this most productive year of study 
are presented in a booklet, “A Year of Progress,” 
which all members of The Institute, as well as many 
other controllers, have received. The record is one 
of which those controllers who have contributed to 
it may well be proud. 
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The Cost of Control: Determination of 
Its Scope and Expense 


Cooperation of Management Asked In Setting Goal for Controller, as Well as 
Other Departments—Fewer Guides and Comparisons Than in Cases of Other 
Departments, Such as Production and Sales—Article by Henry D. MINIcu. 


T is a novel yet logical idea that MR. 
MINICH develops in this article, 

which deals with “control of control” 
with an idea of keeping costs of the 
control function in line, and of justi- 
fying the work and activities of the 
controller's department. 

Conditions such as Mr. Munich 
describes are not as prevalent and wide 
spread as they were ten to fifteen years 
ago, yet they are found, it must be 
admitted, in too many instances. 

A study of the costs of controller's 
departments would seem to be in order, 
and it is quite likely that one will be 
undertaken in the near future by the 
Research Council of THE CONTROL- 
LERS INSTITUTE OF AMERICA. Mr. 
Minich, author of this article, is chatr- 
man of that Council. 

This article again emphasizes the 
fact that a controller must above all 
things be a diplomat. Tact and per- 
sonality must be among his principal 
assets. As coordinator of the various 
elements of a business, as one who 
must be in constant contact with the 
heads of all departments, he must be 
able to draw together discordant fac- 
tors and reconcile differences of 
o pinion. —THE Epiror. 


One of the most important func- 
tions of the controller is to measure 
the justification of all kinds of ex- 
penditures. A business without expense 
is a lifeless thing, but expense without 
control is management without com- 
mon sense. However, either too little 
or too much control can prove un- 
economical—and even dangerous. 
Therefore control of control itself-— 
and the justification of its cost—is a 
fundamental duty of the controller. It 
may also be said to be an obligation of 


management to join with the con- 
troller in the determination of just 
what control is to be established and 
then, having agreed, to support the 
controller in his activity in carrying 
out such plans. 


OTHER EXPENSES EASILY JUSTIFIED 

When management looks at the 
Sales Department it can note the re- 
jations of sales and selling expense 
and, at least in a general way, it can 
measure the effectiveness of sales ex- 
penditures—even in certain of their 
subdivisions. 

In the Manufacturing Department, 
management can note increases or de- 
creases in unit costs. A determination 
of return upon investment in plant, 
equipment, and even in research, is 
usually a comparatively simple cal- 
culation in a well-ordered accounting 
department. 

Even in the case of the Treasurer’s 
Department, management can count 
the cost of financial operations, credit 
losses can be balanced against volume 
and constructive customer service, and 
expense can be related to results with 
some degree of satisfaction. 


FEWER GUIDES FOR EXPENSE OF 
CONTROL 

But when management considers 
control itself there are fewer guides 
and comparisons. Projects with such 
intangible results are difficult to prove, 
especially in advance. Plans requiring 
years to materialize need more faith 
than understanding when appraised by 
those less trained in the technique and 
methods of control than are controllers 
themselves. 


The result is often either overcon- 
fidence or fear of control, on the part 
of management; and either unbridled 
enthusiasm or paralyzing restrictions 
in the exercise of the controller's func- 
tions. The whole situation is unsatis- 
factory and collectively causes untold 
loss to industry—through vacillating 
policy as to what constitutes necessary 
control, through inability to measure 
its value, through poor judgement in 
the application of its methods, and 
through improper budgeting of con- 
trol activities. 

Control can be almost entirely per- 
sonal or almost entirely impersonal. 
The small business conducted in a loft 
may have excellent control without a 
record in the place. In comparatively 
rare cases large companies have certain 
departments with personal control so 
dependable and proven that, while it 
lasts, little more is really necessary. 
But usually the large and _ intricate 
corporation must depend very largely 
upon periodical reports and a method 
of interpreting them to management 
as a basis for executive action. The 
number of reports needed and the ma- 
chinery necessary for interpretation de- 
pends not only on the nature of the 
business but on the organization setup, 
the personnel involved at the time, 
competitive conditions, and a score of 
other current factors. In short the 
control method must suit today’s busi- 
ness and today’s management prob- 
lems. It must observe certain funda- 
mental principles and provide for 
certain universal needs, but it must be 
flexible—and such flexibility must be 
used—or the cost of control may get 
cut of hand. It may become too little, 
or too much, and in either case, not 
justify itself; whereas, regulated prop- 











erly with mature judgment, cooperating 
with other department heads yet steer- 
ing a steady course of company policy, 
it should, and can, be the most vital 
nerve center and useful aid that man- 
agement can muster. 


Must DIsTINGUISH ESSENTIALS OF 
CONTROL 

The usual indefiniteness with re- 
spect to such an important subject as 
the cost of control is really unfair to 
management and it is also unfair to 
the controller. In the end it is unfair 
to stockholders. But controllers must 
realize that after all the problem is 
really theirs and that they alone can 
offer the solution. They will do them- 
selves, their chief executives, and their 
stockholders a service of incalculable 
value if they will themselves face the 
situation squarely and—each for his 
own individual problem in his own 
way—develop a basis for distinguish- 
ing essentials of control from non- 
essentials, for determining what is 
enough but not too much, and for 
setting up a standard of what is a fair 
and wholly justifiable cost for the 
control he recommends. 

The present discussion cannot hope 
to do more than point the way to 
more detailed study which it is hoped 
others will conduct for the benefit of 
the profession and for business as a 
whole. There is much work to be done 
in this field and only certain high spots 
can now be touched. 


DEFINITION OF CONTROL 

Control may be defined for this 
purpose as being a method of organ- 
izing, interpreting, and using informa- 
tion covering the present status of a 
business together with knowledge of 
actual effect in the past, and probable 
effect in the future, of various condi- 
tions, policies, methods, personnel, 
and financial plans. 

The extent of the necessary control 
depends upon many factors and, as- 
suming normal efficiency of the Con- 
troller's Department, the cost of such 
control will be governed principally 
by the activities necessary to record 
current information, to relate it to past 
history and future expectations and to 


interpret such information as_ these 
comparisons reveal, in predigested 
form, for the benefit of interested de- 
partment heads and chief executives ac- 
cording to their actual needs. Some of 
this may be on special request, but 
some must be voluntarily supplied ac- 
cording to the judgment of the con- 
troller with or without the agreement 
of the management, depending upon 
individual circumstances. 

A simple one-product, one-factory 
business with one method of produc- 
ing and of selling will naturally need 
a minimum of control. A complex 
business making many products in 
many factories by various methods and 
selling in various classes of trade and 
by various sales methods will obvi- 
ously have to have a type of control 
that is correspondingly complex and 
therefore irievitably more expensive 
than the control for the simple busi- 
ness. 

The justification of control expense 
cannot be measured without due con- 
sideration of the existing problem of 
control. In a simple business a seem- 
ingly limited plan of control may ac- 
tually be costing more than can be 
justified, while in a complex business a 
very extensive plan may fall just so 
far short of effective control as to 
waste a large amount of what is being 
spent on such activity. The scheme 
must fit the need. When control is 
really needed makeshift methods are 
usually worse than none. 


MILLIONS IN LOSSES PREVENTABLE 


From personal experience, and from 
the experience of many other control- 
lers, it would not be difficult to point 
to annual losses aggregating many 
millions of dollars that could have 
been prevented, had there been a full 
appreciation by management of the 
possibilities of control and a better 
understanding of what it cost and 
how such cost was justified. It is not 
difficult as a rule to figure the advan- 
tage of an improved machine, to esti- 
mate production costs, and to decide 
whether it should be purchased for, 
let us say, $10,000. But it is quite an- 
other thing to explain clearly and 
convincingly the advantages of an in- 
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vestment of $10,000 in intangible— 
though equally necessary and valuable 
—tools of information and control. 
It is entirely possible but it is seldom 
done and therein, I believe, lies much 
of the difficulty and misunderstanding 
that in many cases prevents controllers 
from carrying out their soundest pro- 
grams, costs stockholders many divi- 
dends, and yet makes chief executives 
weary of the comments they continu- 
ally hear of the cost of the “non- 
productive’ Controllers Department. 

There is a certain psychology that 
often keeps this subject in the fore- 
ground as a smoke screen, hiding 
other department’s expenses and re- 
sulting in serious loss year after year. 
The less worth-while executives natu- 
rally do not like the idea of control. 
The more worth-while ones welcome it 
as an indispensable aid toward main- 
taining and improving their own ef- 
fectiveness. 

Unfortunately there are far more 
of the less effective type—which means 
that there are always present many 
influences (often very strong) operat- 
ing against control. Being weak in 
one direction they are often very strong 
in others—such as in personality or in 
politics—and they lose no opportu- 
nity to hamper or destroy the plan for 
real control. They cannot openly at- 
tack the idea itself but they can attack 
the cost of attaining it, and, very often 
such attacks are enough to prevent 
carrying out that little increment of 
effort which is really the difference 
between effective control that is amply 
justified and ineffective attempts which 
are usually expensive at any price they 
come. 


STRONG EXECUTIVE NEEDED 

When a controller has no oppor- 
tunity to face such attacks (and they 
are rarely made out in the open) or, 
worst of all, when he has no positive, 
immediate, convincing answer—it is 
not difficult to understand the dim- 
ming of management’s vision and the 
eventual miscarriage of programs de- 
signed only too nicely to produce more 
profits. Only an accounting-minded— 
and it is really necessary to add “‘con- 
troller-minded’’-chief executive can 
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see through such a fog of conflicting 
motives and personal ambitions. And 
unfortunately for business (and for 
controllers) such men are few and far 
between. 

Yet: the solution of this really im- 
portant problem is actually quite sim- 
ple—the main difficulty being the con- 
flict of other controller activities that 
so often occupy his every moment and 
handicap him in carrying out such 
revolutionary projects requiring con- 
siderable constructive personal effort. 


Cost OF CONTROL SHOULD BE FACED 

First—Chief executives and control- 
lers in each case should mutually un- 
derstand that complexity of business 
necessarily means complexity of con- 
trol. New subsidiaries, new branches, 
new products, new sizes, new factories, 
new selling methods and new terri- 
torial divisions—all complicate. They 
may all be desirable but in deciding 
on them it should at the outset be 
recognized that they do add to the 
problems of control and that their ad- 
vantages should, among other things, 
also justify the added cost of their 
control. Then later, as such cost in- 
creases, there will be no disappoint- 
ment, and there will be no attempts to 
eliminate that vital control element 
without which the plan, however good 
it otherwise might be, is likely eventu- 
ally to fail or be abused. 

Simplification in these directions is 
always desirable to keep in mind, but 
after all the business is not planned 
for the convenience of the controller. 
On the other hand a plan that does not 
support reasonable control is scarcely 
worth the time to set it up. So, given 
a seemingly necessary situation to be 
controlled, the corresponding records, 
reports and machinery for interpreta- 
tion can be ascertained. They can be 
agreed upon by those concerned and a 
reasonable cost arrived at, subject to 
modification as new conditions arise 
and as new needs develop. Taking one 
department at a time the points where 
real control is most needed can be 
selected and the functions of the Con- 
troller's Department can be noted and 
the various “load factors’ measured 
and the costs estimated fairly closely. 


Control can be established on al- 
most any budget of expense for attain- 
ing it just as some kind of a suit of 
clothes can be provided at almost any 
price. But the particular use and style 
desired will materially affect a con- 
troller’s plans. Evening clothes are not 
desirable for cultivating the garden, 
and a cheap suit of shoddy is not 
economical for daily business wear. A 
highly polished control system may be 
very desirable for a well-regulated, 
smoothly running organization tuned 
to obtain the very maximum and with 
resources to afford such luxury—but 
for a struggling business it would be 
quite absurd. On the other hand, a 
system that has only the appearance of 
control is not to be recommended 
when the usual daily business prob- 
lems of the average company are to be 
met—when a system must withstand 
the usual resistance and the constant 
wear and tear. Common sense must 


apply. 


SET MINIMUM REQUIREMENTS OF 
INFORMATION 

Second—there can be determined 
for every business certain minimum 
requirements of information that are 
really indispensable and which should 
be maintained in comparable form 
month after month, year after year. 
Other information is needed currently 
but may be discarded after it has served 
its purpose. Forecast information to 
meet various regular requirements can 
be planned for and arranged. Such re- 
quirements—different for every busi- 
ness—can be established and accepted 
as basic in the controller program, sub- 
ject only to changes in the business 
itself. The cost of such activity can be 
figured and recognized as an irreduci- 
ble minimum—a zero line to which 
other activities, and their cost, can be 
added as may be indicated from time 
to time. 

Superimposed on this irreducible 
minimum may be a structure of control 
information and devices varying to 
meet special needs and situations, each 
activity having its own cost so that 
management can measure its value and 
determine its effectiveness and justi- 
fication. 
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A new executive may require special 
information for a limited period. A 
new sales activity may require special 
data. New competition may call for 
special facts that were not used before 
and may not be used again. A new 
production method may require special 
studies for cost purposes. A weak de- 
partment may have to be given more 
detailed analysis until it has been 
strengthened. Certain additional in- 
formation may be needed at definite 
intervals. All these are quite apart 
from the regular work of the depart- 
ment. They should be treated sepa- 
rately and costed separately. 


SEPARATE Cost OF SPECIAL WorK 

Carrying to an extreme conclusion 
this segregation of regular and spe- 
cially approved work it is not unthink- 
able to have actual requisitions for 
all such special work, and to charge 
the particular benefited executive or 
department with at least an approxi- 
mate cost, a large part of the control- 
ler’s special expense of this kind being 
thereby liquidated and budgeted where 
attention will be focused on it con- 
stantly, and where justification is com- 
pelled by such periodical considera- 
tion. While the desirability of such 
extreme application is doubtful in 
many cases, the conception perhaps 
makes more readily apparent the ad- 
vantage of segregating the elements 
of control and their corresponding 
costs. 

If the individual items of work 
making up the body of the control 
mechanism—whether voluntary or by 
special request—are known, and even 
their approximate costs established and 
the benefits considered at fairly fre- 
quent intervals, it becomes possible to 
deal readily with the entire depart- 
ment and usually much expense can be 
eliminated that had a temporary use- 
fulness but which became habitual 
only because its need was never ques- 
tioned. The acid test of real necessity 
will often release many a dollar that 
can either be saved or devoted to ac- 
tivity much more productive and more 
needed at the time. 

With such a general approach and 
method of dealing with the cost of 
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control there would be no question 
regarding it that could not be brought 
out into the open and justified 
—promptly and convincingly. Natu- 
rally the controller would remain re- 
sponsible for the technical methods 
but the demands of other departments 
and the changes in the business itself, 
both of which are usually the main 
cause of building up expense, could 
be readily classified and the reasons 
and justification of the entire cost 
could be considered intelligently and 
judged fairly. 


SPECIFIC EXAMPLE 

A specific example may illustrate a 
little more clearly what this method 
can accomplish, by showing what its 
lack cost one concern. A well-known 
manufacturer had for years experi- 
enced a loss of hundreds of thousands 
of dollars largely through improper 
issuance, use, and even pilferage, of 
materials used in a highly complex 
business of many products. The fac- 
tory superintendent stood high in the 
estimation of the management and for 
years the company’s speculative prof- 
its had obscured his many inefficiencies. 
A well-known controller saw the con- 
dition existing and took steps to 
control the material situation at a cost 
of about $15,000 per year. It was clear 
as crystal to him and to his assistants 
that such an expenditure would enable 
the controller—and therefore the 
management—to place his finger on 
the particular departments that were 
most responsible and to prove beyond 
a question exactly what was wrong. It 
was not a question of ‘showing up” 
the other fellow. It was a matter of 
losing ‘‘cold dollars’’—considerably 
more than the annual profit from their 
operations. A saving of several hun- 
dred thousand dollars was practically 
guaranteed. 

But the factory superintendent—and 
a plotting ally—obtained the ear of 
the manager who meanwhile was wor- 
ried by the sudden loss which the ab- 
sence of speculative profit had revealed. 
By directing attention to the company’s 
loss, and emphasizing the necessity of 
reducing expense, a general wave of 
reduction became mandatory and with 


it went the plan for inventory control 
—and no doubt many of the fears of 
the factory superintendent. A saving 
of perhaps $50,000 a year was made 
in expense—part of which was the 
cost of real control—but the same 
methods were continued and the stock- 
holders still suffer the same loss—in 
a vastly larger sum—and will continue 
to until the management sees ‘‘eye to 
eye” with the controller and stops the 
far greater, inexcusable, and unneces- 
sary waste. 


CONTROLLER AT FAULT 

The point of this seems to be that 
the controller rather than the man- 
ager was at fault. The $15,000 annual 
expense for inventory control was not 
clearly earmarked and known as an out- 
lay to produce the particular desired 
control. It was spread throughout a 
multitude of activities and showed up 
only as a mounting expense of the 
department as a whole. It raised an in- 
vitation for attack and created the very 
opportunity others hoped for. Of 
course a more mature manager would 
have inquired more deeply and would 
have cooperated more with his con- 
troller, but had the controller made a 
“job order” of this project and justi- 
fied it in the beginning as something 
entirely apart from the irreducible 
minimum, or even the normal activity 
of the department, the management 
would no doubt have seen the case 
quite differently and would have ap- 
praised otherwise the criticism of his 
less sincere associates. 

Space does not permit other exam- 
ples, but every controller will recog- 
nize the typical situation and can sup- 
ply his own additional examples. 

Only a word need be said about the 
efficiency side of control technique. 
Having established and segregated the 
regular and special activities, the 
proper cost of control then becomes a 
matter of following the best modern 
practices and the most economical 
methods of accomplishing the desired 
results. A ten or fifteen per cent. varia- 
tion in such cost is insignificant as 
compared with the cost due to activities 
undertaken or discontinued, but in 
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many cases it is a factor well worth 
further consideration. 

Probably nothing is more helpful in 
this direction than comparative experi- 
ence of other controllers in handling 
similar situations. Little information 
of this kind is available and much of 
what there is is out of date. Fortunately 
THE CONTROLLERS INSTITUTE offers 
a Clearing house for information of this 
kind to members and the Research 
Council is im a position to be of valu- 
able service. Studies are conducted 
from time to time on such subjects 
as (1) the cost of handling an order; 
(2) the cost of carrying an account 
receivable; (3) the cost of auditing a 
branch office; (4) the cost of paying 
an invoice; and the like. From such 
information it is possible to supple- 
ment individual experience and to 
establish standards for the proper cost 
of a definite type of control. 


ENGINEERING APPROACH TO 
PROBLEM 

By an engineering approach to the 
controller’s activities, by segregating 
regular and special work, and by de- 
fining the irreducible minimum, to- 
gether with the possibility of definitely 
authorizing and charging out the cost 
of special work requests, there seems 
to be a general path laid out for a bet- 
ter meeting of minds of managers and 
controllers, for a better utilization of 
the latter’s services, as well as a more 
intelligent basis for planning, measur- 
ing, evaluating, and justifying the cost 
of such control as may have been 
agreed upon. 


LUNCH MEETINGS OF 
PITTSBURGH CONTROL 


Informal meetings of members of the 
Pittsburgh Control are held over the lunch- 
eon table each Thursday. Members take 
lunch at The Smithfield Grill in the Oliver 
Building at 12:15 P.M. 

A special committee of the Pittsburgh 
Control is arranging for a strong repre- 
sentation of the Control at the Fourth An- 
nual Meeting of The Institute in New York 
City, September 16 and 17. The committee 
is composed of P. J. Urquhart, chairman, 
Herbert A. Gidney and Roscoe Seybold. Mr. 
George V. Lang, who has served the Pitts- 
burgh Control as president for one and a 
half years, is a member of the convention 
committee. 





Budget Plan of Company 
Manufacturing Electrical Instruments 


Master Budget Comprises Forecasts under Nine Subject Head- 
ings—Prepared Once a Year, but Entirely New Budget May 
Be Assembled in Week if Necessity Demands—Sales Fore- 
casts Come within Five Per Cent.—Article by D. H. Scuuttz. 


HIS article describes in detail the 

budget procedure of Leeds G 
Northrup Company, of Philadelphia. 
It was prepared for THE CONTROL- 
LERS INSTITUTE OF AMERICA by Mr. 
D. H. Schultz, of that company, a 
member of The Institute. These de- 
tailed descriptions of procedures fol- 
lowed by controllers have been pro- 
nounced by readers as of exceptional 
interest and value to them. 

—THE EDITOR. 


This article covers the budgetary 
plan of a company in the electrical 
instrument manufacturing field, mak- 
ing electrical measuring instruments, 
electric furnaces and combustion con- 
trol apparatus. 

Production is confined to one plant, 
with sales and service offices located in 
various parts of the country. The out- 
put is used in scientific and educa- 
tional laboratories, and in industrial 
plants throughout the United States 
and in most foreign countries. A 
goodly part of the business represents 
the manufacture and sale of apparatus 
specially designed for precision meas- 
urements and control. In consequence, 
research, engineering and designing 
work must be conducted on an exten- 


sive scale. Having operated on a budget _ 


basis for ten years or more, it is felt 
that the program has sufficiently dem- 
onstrated its merits, and is worthy of 
consideration. 

Before inaugurating its system a 
campaign of education was conducted 
among executives and department 
heads, with the idea of selling them on 
the subject of budgeting, its necessity 
and the advantages to be derived 
through the installation of such a plan. 
Every effort was made to explain 
thoroughly the plan of operation to 


everyone concerned in its working. 
The prevailing thought then, and it is 
the same today, was that the better in- 
formed the people are who must be 
depended upon to make up and control 
the budgets, the more intelligent will 
be their reports and the more coopera- 
tive and helpful will be their respective 
attitudes. This preliminary work was 
carried on with such thoroughness that 
there was no uncertainty in the minds 
of executives and department heads as 
to what was wanted and how the re- 
sults would redound to their individual 
advantage. It set the stage for a most 
satisfactory start and by demonstrating 
the accuracy and usefulness of the plan, 
assured the continuance of the func- 
tioning of the budget with the respect 
and confidence of all concerned. 


SUBJECTS COVERED 
The master budget comprise the fol- 
lowing forecasts, which are made up 
in the same approximate sequence: 


7. Profit and loss 

8. Cash (including dividend pay- 
ments ) 

9. Balance sheet 


A brief description of the methods 
followed in setting up these various 
schedules, together with explanatory 
exhibits, will be given. It is under- 
stood, of course, that the figures are 
fictitious and are merely for the pur- 
pose of clarifying the text. 


Incoming Orders: 
All budgeting must, necessarily, 
start with an estimate of the expected 


volume of business. This forecast is. 


made up by the sales manager and 
based on his interpretation of general 
economic conditions, an analysis of the 
market by industries and main classes 
of product and an appraisal of the 
effects of past sales and new product 
developments on future orders. This 
forecast is made by months, for a 
twelve-month period, and shows the 





1. Incoming orders dollar value of net anticipated incom- 
2. Shipments ing orders. 
oe Inventory program 
4. Production schedule Shipments: 
5. Departmental expenses By adding the total of the incoming 
6. Equipment or capital requirements orders to the orders on the books at 
Orders on 
Orders on Books Books end 
Beginning of Month Incoming Orders Shipments of Month 
June 1,200,000 1,000,000 900,000 1,300,000 
July 1,300,000 900,000 1,000,000 1,200,000 
August 1,200,000 800,000 700,000 1,300,000 
September 1,300,000 900,000 900,000 1,300,000 
October 1,300,000 1,000,000 1,100,000 1,200,000 
November 1,200,000 1,100,000 1,000,000 1,300,000 
December 1,300,000 900,000 1,000,000 1,200,000 
January 1,200,000 1,000,000 1,106,000 1,100,000 
February 1,100,000 900,000 1,000,000 1,000,000 
March 1,000,000 1,200,000 1,200,000 1,000,000 
April 1,000,000 900,000 1,000,000 900,000 
May 900,000 1,100,000 1,100,000 900,000 
11,700,000 _ 12,000,000 








thi 
us! 
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the beginning of the period, and de- 
ducting therefrom a safe amount to be 
left on the books at the close of the 
year, representing unfilled orders, the 
volume of annual shipments can 
readily be approximated. This total of 
shipments is then divided among the 
twelve months and synchronized with 
the production schedule. 

The reference to incoming orders 
and shipments is further illustrated by 
the table on the preceding page. 


Inventory Program: 

The first major internal policy to be 
determined is that which concerns in- 
ventories. At the beginning of the 
period there will be on hand a certain 
total inventory, available for manufac- 
ture or shipment. Should the total be 
too large, in proportion to the ex- 
pected volume of business, a definite 
and consistent reduction or liquidation 
program must be evolved. On the con- 
trary, should the inventory not be 
large enough to cope efficiently with 
the expected manufacturing schedule, 
an increase must be planned and budg- 
eted. 


Production Schedule: 

After the volume of shipments has 
been determined, and the inventory 
program formulated, the total produc- 
tion can be calculated. This produc- 
tion schedule is prepared by the budget 
director in collaboration with the pro- 
duction manager. The total for the 
year is apportioned to the twelve 
months on the basis of working days 
and number of employees. If the ship- 
ment schedule runs fairly uniform 
throughout the year, it is possible, by 
using the back-log of orders on the 
books and a flexible inventory, to ar- 
range a stable schedule of production 
that will not vary much week by week 
in so far as the number of employees 
and the working hours are concerned. 
On the other hand, if the order and 
shipment schedules vary to any ap- 
preciable extent, a policy of employ- 
ment or lay-offs, overtime, or short 
time, must be inaugurated. 

In this particular concern it is possi- 
ble to use money values in all budgets 
without resorting to detailed analyses 
by quantities. Needless to state this is 


a considerable advantage in budgeting 
production. It has also been discovered 
over a period of years that there is a 
definite relation between total selling 
price of products and the dollar value 
of direct labor, material and appor- 
tioned overhead. For this reason it is 
possible within reasonable limits to de- 
termine the total productive labor re- 
quired to produce a given volume of 
business. This is done by applying a 
factor which expresses the definite re- 
lation. If this ratio is reliable, when 
expressed in terms of selling price, it 
can likewise be converted into a ratio 
expressed in terms of manufacturing 
cost price. For example, the ship- 
ments planned, plus or minus the in- 
ventory change gives the production. 
The productive labor, divided by the 
production, gives the labor factor, and 
so on. This is further exemplified in 
the following table: 
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These budgets are made up on an 
annual basis and broken down into 
monthly parts, in which the budget 
amounts are based on _ production, 
shipments, working days, or simply 
one-twelfth of the annual total, as the 
case may be. 


Equipment or Capital Requirements: 

Each department budgets its equip- 
ment requirements and submits the 
schedule to the budget director with 
the expense budget. These equipment 
budgets give a description of the item, 
a brief explanation as to its need, and 
the approximate time it is to be or- 
dered. 

Although such equipment budgets 
are submitted and tentatively approved 
in bulk, it is, nevertheless, necessary 
for the department head to secure the 
approval of the equipment committee 
before the order can actually be placed. 











Productive 
Through Labor W orking Days 
Inventory Required Average 
Total Shipment Reduction To Be Produced at.10 Number Amount 
June 900,000 68,000* 968,000 96,800 22 4,400 
July 1,000,000 32,000 968,000 96,800 22 4,400 
August 700,000 48,000* 748,000 74,800 17 4,400 
September 900,000 24,000* 924,000 92,400 21 4,400 
October 1,100,000 88,000 1,012,000 101,200 22 4,600 
November 1,000,000 80,000 920,000 92,000 20 4,600 
December 1,000,000 12,000* 1,012,000 101,200 22 4,600 
January 1,100,000 180,000 920,000 92,000 20 4,600 
February 1,000,000 40,000 960,000 96,000 20 4,800 
March 1,200,000 144,000 1,056,000 105,600 22 4.300 
April 1,000,000 8,000* 1,008,000 100,800 41 4,800 
May 1,100,000 96,000 1,004,000 100,400 21 4,800 
12,000,000 500,000 11,500,000 1,150,000 250 
eee = k = 











* Inventory Increase. Inventory Reduction x cost ratio of 60 cents, equals inventory value. 


Departmental Expense: 

Detail budgets are made up for all 
departments, on an annual basis, by 
the various department heads. The 
budget department advises them of the 
amounts to be included for fixed and 
apportioned charges (see Overhead 
Expense Budget, Figure 1), but the 
figures for all other sub-accounts are 
assembled by the department heads or 
foreman. Needless to say, after they 
have prepared their own budgets they 
know their composition and are in a 
position to spot any irregularities on 
receipt of statements showing actual 
expenditures, which are given them 
monthly. 


This permits a final check on the neces- 
sity for the purchases involving an 
expenditure above a fixed minimum 
amount. 


Profit and Loss: 

The assembly of a profit and loss 
statement is a matter of detail after 
shipment, production and expense 
budgets have been completed. 

The cost of goods sold (shipped) 
is determined by applying the factors 
expressing the labor, material and 
overhead relation to shipments. It will 
be recalled that under the produc- 
tion schedule heading it was stated 
that a certain ratio existed between 
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production and labor. The same holds 
true of material and overhead. Over- 
head gain or loss is added or sub- 
tracted to the extent that the overhead 
earned is greater or less than the total 
of actual overhead expenses. Natu- 
rally, a variation will result in the over- 
head figures, as overhead is applied 
to costs at a fixed rate for the various 
production’ departments, and is based 
on the dollar value of productive labor. 

Much might be said as to the rela- 
tive merits of applying overhead— 
what has been written on the subject 
would comprise a library in itself. 
This company, having used the dollar 
of productive labor method for many 
years, finds that it permits consistent 
and comparable costs with the avoid- 
ance of complex and expensive han- 
dling. 

A simple, condensed version of the 
profit and loss budget sheet is here 
shown: 
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counts receivable at the beginning the 
amount represented by shipments, and 
deducting collections, a running 
monthly balance is built up. Experi- 
ence has demonstrated that a definite 
percentage of the accounts receivable 
balance open at the beginning of the 
month will be paid during the month. 
This method provides for the receipts. 
Disbursements are classified under a 
few general headings. These are shown 
here, with brief comments: 


Notes Payable: This item is self-ex- 
planatory. 

Accounts Payable: This is determined 
monthly by the production require- 
ments for inventory purchases of 
materials and the requirements for 
supplies and other classes of ex- 
pense. The variance between regis- 
tered vouchers and actual payments 
must, necessarily, be reflected in this 
section of the cash budget. 


PROFIT AND LOSS STATEMENT 


Interest . 

or Obviously, these amounts 
Taxes are readily ascertained 
Dividends y : 


The cash budget, of necessity, is 
prepared on a monthly basis. Without 
going into elaborate detail, the forms 
shown on page 147 will give a gen- 
eral idea of the arrangement of the 
cash budget. 

The various items of the balance 
sheet shown on page 147 are secured 
as follows: 


Cash and Accounts Receivable: From 
the cash budget. 
Inventories: These have already been 
forecast in the inventory program. 
Fixed Assets: These will change as the 
result of additions or purchases, 
scrapping or sale, and depreciation. 

Deferred Charges, etc.: Can be built 
up by budgeting all items embraced 
in the total. 

Notes and Accounts Payable, Accruals, 
etc.: These will be evolved from the 
cash budget calculations. 








ar aiveeets $12,000,000 Surplus, Net Profit and Dividends: 

ost of shipments: : 

Productive labor 10% $1,200,000 These figures will come from the 
Material 30% 3,600,000 cash budget or profit and loss state- 
Overhead 20% ~~ 2,400,000 ment. 

Total 60% 7,200,000 Assembly and Coordination of Data 

Gross manufacturing profit . 4,800,000 and Budgets: : 

Less: Overhead adjustment 100,000 In the case of this company the 
fiscal year runs from June 1 to May 
4,700,000 
Less: Expenses: 31. At the time of the start of the 
Selling and advertising 2,000,000 fiscal year there is placed in the hands 
Research and development 1,000,000 


Miscellaneous 


Net profit before Federal Income Tax 


After arriving at a budgeted profit 
and loss statement, the result may be 
unsatisfactory. If this be the case the 
expense, and perhaps the production, 
budgets must be reviewed in an effort 
to frame a budget which will yield the 
desired result. 


Cash Budget: 

To be of any real value a cash 
budget must be prepared on a monthly 
basis, inasmuch as cash requirements 
vary with the months and with the 
volume of production, while receipts 
will vary with the flow of shipments. 
Revenue, in the main, is derived 
through the collection of accounts re- 
ceivable. By adding to the total of ac- 


100,000 3,100,000 





$ 1,600,000 


Payroll: Payrolls are assembled from 
three sources. Salaries are fixed and 
present no budget difficulty. Hourly 
production wages are already esti- 
mated under the production sched- 
ules. Hourly indirect expense wages, 
including inspectors, storekeepers, 
cleaners, and the like, bear a direct 
relation to production or some other 
known factor. 

Equipment: These figures are pro- 
vided by the equipment budgets 
totaled. 

Miscellaneous: This includes an esti- 
mated monthly expenditure for 
petty cash items, traveling expenses, 
and a variety of small expenditures 
of a general nature. 


of the executive committee a com- 
pletely assembled master budget. To 
accomplish this calls for following a 
pre-arranged schedule as closely as 
possible. This particular schedule is 
as follows: 


May 1—Forecast of incoming orders. 
Statement of inventory pro- 
gram. 

May 5—Budget department notifies 
the various department 
heads of the amounts to 
budget for fixed and ap- 
portioned expenses, also, 
volume of shipments and 
production expected upon 
which expense and equip- 
ment budgets are predi- 
cated. 

May 10—Department expense and 
equipment budgets sub- 
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CASH BUDGET 


June Jaly August 
Receipts: 
Notes and accounts receivable $ 975,000 $ 925,000 $ 950,000 
Miscellaneous 15,000 15,000 15,000 
990,000 940,000 965,000 
Balance at beginning of month 500,000 350,000 390,000 
$1,490,000 $1,290,000 $1,355,000 


Disbursements: 





| 











Notes payable 100,000 —- -- 
Accounts payable 500,000 500,000 450,000 
Payroll 300,000 325,000 310,000 
Equipment — 25,000 5,000 
Miscellaneous 10,000 5,000 8,000 

Taxes 45,000 — 

Dividends 230,000 — — 
$1,140,000 $ 900,000 $ 773.000 
Balance at End of Month: $ 350,000 $ 390.000 $ 582.000 








Balance Sheet: 

A condensed, comparative balance 
sheet is prepared showing the condi- 
tion of the company both at the start 


and at the close of the year. To illus- 
trate, such a balance sheet is here 
shown in condensed form: 


BALANCE SHEET 





Beginning End 
of Period of Period 
ASSETS 
Current Assets: 
MI OF a cle Sra a ANS ed eh I ce Sa aaah $ 500,000 $ 600,000 
Notes and accounts receivable.......... .....ee0- 1,500,000 1,600,000 
NEU CEANEIOE 5) op sha oe eae aha Red aeelete mune eeue 2,500,000 2,200,000 
NN aia oper ciate ese are ees ea Re ee eR ae 4,500,000 4,400,000 
Tixed Assets: 
Land and buildings—net:: .....0.0. 060 cc ccces cece neces 1,500,000 1,950,000 
Machinery and equipment—net.................... 500,000 450,000 
2,000,000 2,400,000 
Deferred Assets: 200,000 400,000 
$6,700,000 $7,200.000 
LIABILITIES AND CAPITAL 
Current Liabilities: 
NOLES PATA EO Scar ov udie how cis See eee oro ee eas $ 500,000 ¢ — 
FECOUNES” RMADIC 5 <0 5 aces cae re tia ee aes 400,000 600,000 
900,000 600,000 
Accruals and Reserves: 100,000 300,000 
Net Worth: 
Sueplus (Balance: at, June: 1)... 6 cee ccs sors 2,700,000 2,700,000 
DNlet POS. ccct cic arare- ora cre ares ow sarc ees « sears — 1,400,000 
— 4,100,000 
GSE) MEN CIGMOIR Soo oie RE aa rotten ero hion fen -- 800,000 
2,700,000 3,300,000 
CARRAR SCs iF hora oi a sesso ne eo eee os 3,000,000 3,000,000 
5,700,000 6,300,000 
$6,700,000 $7.200.000 
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mitted to the executive 
committee for tentative 
approval on their individ- 
ual merits. 

May 15—Departmental expense and 
equipment budgets sub- 
mitted to budget depart- 
ment for assembling. 

May 20—Preliminary expense, profit 
and loss and cash budgets 
submitted to executive 
committee for approval 
as a whole. 

May 25—Revision of budgets should 
same be necessary. 

June 1—Final complete master 
budget typed and bound. 


Check-up and Comparison: 

Figures are drawn from the books 
in the customary fashion monthly and 
financial statements prepared. Com- 
parison of actual performance with 
the budget forecasts is also made 
monthly. Each department and divi- 
sion head receives detailed expense 
analysis sheets showing how his ex- 
penses for the month and the year to 
date compare with his budgets, item 
by item. (Figure xxx.) It will be noted 
that various letters appear on this 
Overhead Expense Budget form. Some 
items, necessarily, represent one- 
twelfth of the annual amount; others 
are apportioned on the basis of work- 
ing days; some vary with shipments 
in which case the ratio of the month’s 
shipments to the total forecasted ship- 
ments is used for the month; while 
still other items will vary with the 
production in which case the amounts 
are computed by applying the ratio of 
the month’s productive labor to that 
for the year. 

Members of the executive commit- 
tee receive copies of the departmental 
expense reports monthly as well as a 
recapitulation of all the departmental 
budgets (Figures 2 and 3). They also 
receive, naturally, the Profit and Loss 
statement. In addition, they also re- 
ceive High Lights Statement (Figure 
4), showing monthly and year-to-date 
figures in which the budgets have not 
been corrected for volume, and the 
like. The Profit and Loss statement, 
in connection with the budget proce- 
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FIGURE 3 
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Maintenance Dept. 


Lunch Room 
Building Expense 
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Overhead Expense Report, Total 
Expense Summary 




















Salary & Exec. Payroll 
Factory Exp. Payroll 
Expense Purchases, etc. 
Material from Stock 
Traveling Expense 

Taxes (except Income Tax) 
Insurance (all kinds) 
Royalties 

Interest 


Depreciation 


OVERHEAD EXPENSE BUDGET 
a pe slaheahs Overhead Expense Budget 
MONTH YEAR TO DATE 
7 Adjusted Actual Adjusted Actual Red—Exp. Over 
ACCOUNT oa vary Sapeuee es Expense Black—Exp. Und. 
LABOR 
10 Salaries and Wages-Executive 
11 Sal and Wages-Clerical 
12 Indirect Labor 
] 13 
ss 14 Attendance Bonus 
= 15 Overtime Bonus 
REPAIRS 
20 Buildings 
21__Machinery and Equipment 
22 Punches, Dies, Gauges, etc. 
24 Defective or Damaged Product 
25 Scrap Material and Reclaimi 
TOOLS 
27 Moulds 
28 Patterns 
30__Small Tools-Purchased m s FIGURE 2 
OVERHEAD EXPENSE 
32__Punches, Dies, Gauges, etc. D 1 E 
33_Sample (Budget Corrected for Shipments & Production) epartmenta X- 
SUPPLIES 
35_Entering into M(z, Product BUDGET AND ACTUAL PERFORMANCE pense Re port, 
26 General-Nat used in Mie. Overhead 
37__Electrical Sup, and Wiring MONTH OF. (Profit) 
38 Light and Power Purchased 
329 Coal and Water This Month Year to Date Increase Blk. 
_4i_ Stationery, Stamps & Printing Budget Actual Budget Actual Decrease Red 
MISCELLANEOUS = 
43 Freight, Express & P. P. Shop 1 
44 Telephone and Telegraph Furnace 
45_ Traveling Expense Parts Shop 
46 Interviews “A” Shop 
47-50 Council “B” Shop 
51 Vocational Training Laboratory 
53 Magazines and Books Plating 
54 A iation Dues Shop Engineering 
60__General Expense Tool Department 
64 Legal and P. Services Shop Office 
@S Catalogues and Directions Receiving 
69 Journal Ad i General Mfg. Exp. 
iene a TOTAL EXPENSE SUMMARY 
urchasin, 
78 Test or Tool Rooms Office all (Budget Corrected for Shipments & Production) 
TOTAL-MEG. DEPTS. BUDGET AND ACTUAL PERFORMANCE 
Sub-Total (C Engineering : MONTH OF. (Profit) 
APPORTIONED Less: C. C. Service Charges 
J 80 petting Expense Net Engineering This Moath Year to Date Increase Blk. 
81_ Employees’ Welfare Inspection Decrease Red 
90__Fixed Charges Emergency Business Budget Actesl Budget cing 
TOTAL ENGR., INSP., 
$2_D. Credits & EMERGENCY BUS. 
Total Expense Shipping Manufacturing Depts. 
ae Stores Fi : . 
Productive Labor Aisitniscrsion Engineering & Inspection 
Accounting Shippi si ion. 
Int. on Money Borrowed eee ee 
TOTALSHIP. ACC., ETC. Selling & Adv., Research, 
TOTAL OVERHEAD Patent, & Eng. Develop. 
Productive Labor Req. Miscellancous Expense 
. C. Service Credits 
Overhead Earned CSS 
Overhead Gain or Loss 
Horizontal Breakdown 
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dure, is very much condensed, for quick PROFIT AND LOSS STATEMENT 
comparison (Figure 5). Ordinarily Master Budget Corrected for Shipments, Production and Working Days 
the monthly reports, with their self- Compared with Actual Performance 
: - s This Month Year to Date 
evident comparisons, are sufficient to Sea eae So a oO ‘ 

: Budget Actual Budget Actual Difference 
focus the attention of the Proper pet- Net SHIPMENTS: $910,000 _ $910,000 $ $ Tees 
sons on any expense discrepancies. ee re 6 

Cost OF SHIPMENTS: 
When the budget department feels Productive labor 91,000 88,000 3,000— 
that further comment is desirable, the Overhead 182,000 176,000 6,000— 
; : : 27 7 
responsible executive committee mem- Hone scare Stee wes 
ber is specifically notified. While func- 546,000 537,000 _ 9.000— 
tioning as a service organization, the Gross MANUFACTURING PROFIT: 364,000 373,000 9,000-+ 
budget department dispenses informa- Overhead adjustment 1,000 3,000 2,000-+ 
tion, and opinionates what data is ah. cen 
necessary or desirable, but to the execu- See eS es. 
tive committee is reserved the respon- COST OF SaLEs Ratio: md ape aL a 
sibility for any executive action. EXPENSES: 
ey: Selling and advertising 160,000 165,000 5,000-++- 

Revisions: Research and development 80,000 83,000 3,000+ 

As previously mentioned, budgets Miscellaneous 8,000 8,000 “ns 
are prepared on an annual basis. This 248.000 256.000 8.000-4 
does not infer that budgets are not _ = : 
prepared more frequently. In times | N&T Prorir (BerorE Taxes): $117,000 _$120.000 $__3,000+- 





NoTE: The same general method is used on the Overhead Expense and Overhead Earned 
Comparison Statements in determining the overhead adjustment carried forward to 
this Profit and Loss Statement. 


FIGURE 5: PROFIT AND LOSS STATEMENT 


of rapidly increasing or declining busi- 
ness, when it is essential to effect 
changes in organization or policies, re- 
visions are made to as great an extent 
as is necessary. This company has re- 
vised its entire master budget as often 





as three times in a year. Should it be 
necessary, because of special exigencies 
arising, with the procedure so well es- 
tablished it would be possible to make 
up, assemble and submit a complete 
master budget within the space of one 


portray graphically the course of actual 
performance in comparison with the 
budget forecasts. Presenting data pic- 
torially cannot help but be a forcible 
illustration of those important facts 
which might, possibly, not show up so 
vividly otherwise as they would on a 





week. 


Charts: 
After the budget has been assem- 
bled it has been found desirable to 


graphic chart. 


General: 
It is interesting to read the comment 





HIGH LIGHTS 


Comparison of Master Budget and 
Actual Performance 








jane 19.53: 
This Month Year to Date 
Budget Actual Budget Actual Difference 
Orders 
On Books—Beg. of Mo. 1,200,000 1,200,000 fo 
Received 1,000,000 950,000 —50,000 
Shipped 900,000 910,000 + 10,000 
On Books—End of Mo. 1,300,000 1,240,000 —60,000 
Manufacturing 
Productive Labor 96,800 95,000 — 1,800 
Inventory Change +40,800 -+33,000 — 7,800 
Overhead Adjustment + 2,000 + 3,000 + 1,000 
Cost of Sales Ratio .60 59 — Ol 
Net Profits (before Taxes) 114,000 120,000 
Cash 
Balance Beg. of Mo. 500,000 500,000 - 
Receipts 990,000 995,000 + 5,000 
Disbursements 1,140,000 1,130,000 —10,000 
Balance End of Mo. 350,000 365,000 +15,000 


Figure 4: HicH LicgHts STATEMENT 
FIGURE 4: HIGH LIGHTS STATEMENT 


anent the value of budgeting as ex- 
pressed by an officer of this corpora- 
tion: 


“A budget for us is not so much 
a panacea as it is a plan; not a goal 
in itself but a means to a goal; not 
a luxury nor a modern convenience 
but an essential and a necessity.” 


Under normal conditions sales fore- 
casts come within 5 per cent of the 
budgeted volume and expense figures 
remarkably close, with the cash budget 
figures showing no appreciable varia- 
tions. 





Answers to Question- 
naires Concerning 
Consolidated Tax 
Returns 


Several hundred replies have been 
received by the Research Council to 
its questionnaire concerning con- 
solidated tax returns. 

The replies are being analyzed, 
and the work of preparing a construc- 
tive report is in progress. 

There is still time to put in re- 
plies to the questionnaire. 

















Points Settled By Commission in 
Brooklyn-Manhattan Decision 


Sale of Issue Includes Not Only Original Sale, But Sales Involved in Distribution 
To Investing Public—Substantial Amounts In Hands of Corporations May 
Indicate “Temporary Pause” In Distribution—Article by G. Kinpy Munson. 


OME of the interesting points de- 
cided by the S E C in its ruling 
in the Brooklyn-Manhattan Transit 
Corporation’s case ave discussed here 
by Mr. G. Kissy MUNSON, attorney, 
of Washington, D. C., the legal repre- 
sentative of THE CONTROLLERS IN- 
STITUTE OF AMERICA in that city. The 
points discussed are interesting, par- 
ticularly the hint in the concluding 
paragraph that the act is unconstitu- 
tional—or rather, that the courts may 
so declare it. —THE Epiror. 

The Securities and Exchange Com- 
mission in an opinion rendered June 
4, 1935, with respect to the application 
of the Brooklyn-Manhattan Transit 
Corporation for temporary listing on 
the New York Stock Exchange passed 
on a number of questions arising un- 
der the Securities Act of 1933 and the 
Securities Exchange Act of 1934. 
Many of these questions had already 
been passed on informally by the Com- 
mission.* 

The Brooklyn-Manhattan Transit 
Corporation applied on September 12, 
1934, for temporary registration on 
the New York Stock Exchange of an 
issue of $8,000,000 principal amount 
of bonds. These bonds had been sold 
by the company to four banking firms, 
Hayden, Stone & Company, J. & W. 
Seligman & Company, Lehman 
Brothers, and Kuhn, Loeb & Company, 
each of which had a representative on 
the Board of Directors. Their bids for 
the entire issue were accepted by the 
Company’s Board of Directors on May 
23, 1934, and resales commenced on a 


*As a registration statement covering the 
bond issue was filed May 9 and became effec- 


tive May 29, 1935, the decision is moot, but it 
serves as a vehicle for a number of interest- 
ing rulings. 


when, as and if issued basis that same 
date and were concluded by them on 
July 17, 1934. 

These bonds were not registered 
under the Securities Act of 1933 prior 
to sale, but temporary listing on the 
Exchange was sought on the ground 
that their sale was exempt under Sec- 
tion 5 (a) of the Securities Act. The 
theory was that as the four banking 
firms to which the bonds were orig- 
inally sold were all New York State 
firms, the State wherein the issuing 
company was incorporated and doing 
business, the securities comprised ‘‘an 
issue sold only to persons resident 
within a single State or Territory,” 
and their sale was exempt under Sec- 
tion 5 (c) t of the Securities Act. 


CoMMISSION DEFIES “SALE” 


The Commission, however, con- 
strued the ‘‘sale” of an issue to include 
not only original sales by an issuer, 
but all sales involved in the distribu- 
tion to the investing public. It said: 


“To construe the language of the for- 
mer Section 5 (c) or of the present Sec- 
tion 3 (a) (11) in the way urged by 
counsel for Brooklyn-Manhattan Transit 
Corporation, so that any issuer might 
wholly escape from the regulatory pro- 
visions of the act by the simple device 
of making an original sale of a new 
security issue to one person residing in 
the same state as the issuer, followed by 
immediate interstate distribution by that 
person, would ignore the realities of the 
mechanics of distributing securities and 
nullify the expressed purpose of Con- 
gress. In the present case, the issuer ap- 
portioned the new bonds among. the four 
principal banking houses whose repre- 


+ Effective July 1, 1934, Section 5 (c) was re- 
pealed and a similar provision in lieu thereof 
was inserted as Section 3 (a) (11), so as to 
make the exemption apply to the securities 
rather than to their sale. 


sentatives sat upon the board of directors. 
Under other circumstances, the entire 
issue might have been sold to a single 
underwriter, and similarly distributed at 
once to the public pursuant to a plan 
fully known and assented to by the off- 
cers of the issuers. Yet, in that case, the 
contention would likewise be presented 


that the single sale to a selected resident 
of the State of residence of the corpora- 
tion should forever. after exempt the 
securities from the provisions of the Se- 
curities Act, however widespread the in- 
terstate distribution. The contention is 
wholly untenable.” 


The Commission first determined 
in this connection that the evidence 
showed that ‘‘the issuer in fact knew 
that the four banking firms were pur- 
chasing with a view to distribution of 
such bonds to the public,” and further 
“that such banking firms were acting 
as ‘underwriters’ for the issuer.” The 
Commission then traced a large num- 
ber of transactions involving the pur- 
chase by banking houses and dealers 
from the four underwriters for fur- 
ther resale. None of these purchases 
for resale did the Commission hold to 
be for investment purposes, regarding 
them as being still in the process of 
distribution. 


“TEMPORARY PAUSE IN DISTRIBU- 
TION” 


Just how long a period may be in- 
volved in the process of distribution 
the Commission did not say. It pointed 
out that Section 4 (1) of the Securi- 
ties Act contains a presumption that 
sales by dealers within one year from 
the date when the securities are first 
offered to the public are a part of the 
distribution of the issue. That pre- 
sumption may be rebutted, however, by 
facts showing the completion of dis- 











tribution within a shorter period, as, 
for instance, that only a negligible 
amount remains in the hands of deal- 
ers. But the Commission suggested that 
if at that time substantial amounts are 
in the hands of corporations and trust 
funds controlled by the underwriters, 
it “may indicate a mere temporary 
pause in the process of distribution.” 

It is during the period of distribu- 
tion that sales by underwriters and 
dealers may, according to the opinion 
of the Commission, determine the ex- 
emption or non-exemption of a secu- 
rity issue, even though the issuer may 
itself have sold the entire issue within 
a single State without the use of the 
mails. 

In this case the Commission, after 
investigation and hearing, listed re- 
sales to non-resident corporations and 
individuals in which the mails and 
instruments of transportation and com- 
munication in interstate commerce 
were actually employed. Altogether ap- 
proximately 15 per cent. of the issue 
was found to have been sold to non- 
residents “by the underwriters, the 
sub-underwriters, dealers purchasing 
directly or through intermediate deal- 
ers from the underwriters or sub-un- 
derwriters, whose transactions charac- 
terize them as being equivalent to 
dealers.”” All such sales the Commis- 
sion found to be clearly a part of the 
distribution of the issue to the ulti- 
mate investor, and said that such sales 
to non-residents ‘‘conclusively negative 
the existence of any exemption for the 
issue under either the former Section 
5 (c) or the existing Section 3 (a) 


(11).” 


RULING POSTPONED 


The Commission then passed on to 
the question of the propriety of deny- 
ing temporary registration under the 
Securities Exchange Act of 1934 to 
securities which are neither registered 
nor exempt from registration under the 
Securities Act of 1933. While the 
period for temporary registration of 
securities on National Securities Ex- 
changes expired under the Act on 
July 1, 1935, the same question might 
arise in connection with an application 
for permanent registration on a Na- 
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tional Security Exchange; and the 
Commission postponed a ruling on that 
question until such time as it may 
arise. 

The Commission did, however, go 
into the question of whether there 
had been violations of the Act by any- 
one other than the issuer in the dis- 
tribution of the securities. 

A considerable number of the traced 
bonds sold by persons acting as under- 
writers, dealers and others were carried 
through the mails or in interstate com- 
merce. All of these bonds except 
$8,000, were so carried by the pur- 
chasers themselves, or were directly 
caused to be carried through the mails 
or in interstate commerce by agents of 
the purchasers, such agents being 
brokers and banks. These $8,000 of 
bonds were delivered by the dealer 
who sold them to a New York bank, 
draft attached, for delivery to the pur- 
chaser’s broker outside of New York. 
This was held to be an instance where 
the dealer directly caused the bonds 
“to be carried through the mails and 
in interstate commerce for the purpose 
of (delivery after) sale in violation of 
Section 5 (a) (2).” 

Also the dealer who made that sale 
did so by the use of the long distance 
telephone, and it was held to be “a 
case of a sale by the direct use of an 
instrument of communication in inter- 
state commerce, in violation of Section 
5 (a) (1)”, which provides that un- 
less a registration statement is in ef- 
fect as to a non-exempt security it 
shall be unlawful for any person, di- 
rectly or indirectly ‘‘to make use of any 
means or instruments of transportation 
or communication in interstate com- 
merce or of the mails to sell or offer 
to buy such security through the use or 
medium of any prospectus or other- 
wise.” 


MusT ANTICIPATE DEALING WITH 
AGENTS 
The Commission went beyond these 
direct uses by the sellers of the mails 
or instruments of interstate commerce 
and held that: 


“Where sales are made to brokerage 
houses, sellers must reasonably anticipate 
that they are dealing with agents, and 


151 


that the latter may use the mails for pur- 
poses of delivery to their customers. It 
is immaterial to the issue of causation 
that the identity of the principals is un- 
known to the sellers. It is also imma- 
terial whether the agent uses the mails 
to deliver to an interstate or intrastate 
address, since the Act prohibits the use 
of the mails regardless of geographical 
boundaries. The underwriters and deal- 
ers in these cases, therefore, must be held 
to have, at least indirectly, ‘caused’ the 
use of the mails by their sales to agents 
who delivered by mail to the purchasers.” 


This means that the seller of a non- 
registered security must assure himself 
when dealing with a brokerage house 
or a bank that, if such brokerage house 
or bank is an agent for a purchaser, 
the mails or instruments of interstate 
commerce are not to be used by such 
agent for delivery after sale, or that 
“delivery after sale’ is completed when 
made to the agents of the buyers. As 
to this the Commission made a very 
interesting distinction when it said: 

“If a purchaser takes possession of a 
bond and carries it away with him or 
mails it, his act would not constitute a 
delivery after sale; similarly the act of 
an employee, within the scope of his au- 
thority in taking possession of a bond 
and carrying it to his employer would 
not be a ‘delivery after sale. This con- 
struction might be extended to apply to 
a case in which delivery is made by a 
seller to a bank or other depositary and 
is allowed by the purchaser to remain 
there until and unless he should later 
decide to have it transferred to another 
place. Under such circumstances de- 
livery after sale may be said to have 
been completed when delivery is made to 
the depositary.” 

If at some later date, at the request 
of the principal, his securities are car- 
ried to him through the use of the 
mails or by means of an instrument of 
interstate commerce, the Commission 
said that the seller is not to be held 
responsible for a violation of the Se- 
curities Act. ‘The seller may in such 
case have ‘caused’ such delivery, but it 
does not constitute a delivery ‘after 
sale’ within the meaning of the Act.” 


SECURITIES Must CoME To REST 
When, however, the securities have 
not really come to rest in the hands of 
the broker or bank, acting as agent for 
purchaser, ‘‘delivery after sale has not 
(Continued on page 153) 








Program of Institute’s Fourth 
Annual Meeting 


A program of papers, addresses, dis- 
cussions and receptions has been pre- 
pared by the committee in charge of 
arrangements for the Fourth Annual 
Meeting, which, it is believed, will be 
productive of greater benefits, direct 
and indirect, to members of The In- 
stitute and their guests than from any 
previous Annual Meeting of the mem- 
bers. The official program in all its 
details had not been completed at the 
time of preparing this announcement. 
The program lacked, however, but one 
or two finishing touches, such as the 
complete arrangements for the Annual 
Dinner, and the committee announces 
that these details will be completed 
shortly after September 1, at which 
time the official program will be 
mailed to members and to others in- 
terested. 

In its general arrangement, the pro- 
gtam differs but little from that of pre- 
vious years. It calls for a session to be 
held Monday afternoon, September 16, 
in the Astor Gallery of the Waldorf- 
Astoria Hotel, New York City; the 
annual business meeting of members, 
Monday evening at seven-thirty o'clock; 
a session Tuesday afternoon in the 
Astor Gallery; and a formal dinner 
Tuesday evening, in either the Astor 
Gallery or a larger room, as circum- 
stances may require. 

A larger exhibit of office equipment, 
machines, supplies, furniture, and the 
like, than in any previous year, will 
be on display, and will form an im- 
portant and interesting feature of the 
Annual Meeting. 


Monday Afternoon Session 


Four papers and addresses have been 
scheduled for presentation Monday after- 


noon. 

Honorable Robert E. Healy, member of 
the Securities and Exchange Commission, 
will speak on “The Securities Exchange 


Act.” 


A paper, "Is the Controller Taking Full 
Advantage of His Opportunities for Serv- 
ice?” will be presented by a member of 
The Institute. This paper will be followed 
by a discussion period. 

Mr. A. D. Churbuck, controller of W. T. 
Knott Company, New York City, a mem- 
ber of The Institute, will present a paper 
on “The Interpretive Function of the Con- 
troller.’ This paper will also be followed 
by a discussion period. 

Mr. C. Oliver Wellington, of Scovell, 
Wellington & Company, will present a 
paper, “The Cost of the New Deal to 
Corporations.” 

Following adjournment at 5:15 P.M., an 
opportunity will be presented for renewed 
inspection of the exhibits in the Basildon 
and Jade Rooms. 


Monday Evening Session 

Major J. C. Shumberger, controller of 
the Lehigh Portland Cement Company, 
President of The Institute, will preside. 

Outgoing and incoming Presidents of the 
seven Controls of The Institute will be in- 
troduced. 

Major Shumberger will deliver his presi- 
dential address. 

Reports of officers and committees will 
be presented. 

Seven directors for terms of three years 
each, and two auditors for terms of one 
year each, will be elected. 

There will be a discussion of “Standard- 
ization of Tax Forms and Procedures of 
the States,” a subject which has been sug- 
gested by the San Francisco Control. 

There will be a general discussion of the 
progress of The Institute and of its pro- 
gram, with suggestions as to activities in 
which it may engage. 

Following adjournment of the business 
meeting of the members, a buffet supper 
will be served for members only. 


Tuesday Afternoon Session 

A report will be presented of the elec- 
tion of officers of The Institute. 

Professor Thomas H. Sanders, of the 
Harvard Graduate School of Business Ad- 
ministration, will deliver an address on 
“Reports to Stockholders.” A discussion 
period will follow. 

Dr. Marcus Nadler, Professor of Finance, 
New York University, will present a paper, 
“Inflation.” A brief discussion period will 
follow. 


Mr. Benjamin G. Smith, Controller of 
E. R. Squibb & Sons, a Vice-President of 
The Institute, will present a paper, “Ethics 
of the Controller and of The Institute.” A 
discussion period will follow. 

Mr. E. P. Thomas, of the New York 
Foreign Trade Council, will present a paper, 
“The Foreign. Situation.” 

A question box, an informal discussion, 
and a summarization of matters of interest 
to The Institute, will bring the session to 
a close. 


Tuesday Evening Session 
The Fourth Annual Dinner of The Insti- 
tute will be held at 7:00 P.M., with one or 
more speakers of national prominence. The 
dinner will be preceded by a reception. 


Registration 

The Registration Desk will be open at 
ten o'clock Monday morning in the Silver 
Corridor, and an opportunity will be pre- 
sented for inspection of exhibits. Members 
are requested to register and obtain badges 
and programs and other literature as early 
as possible. No registration fee will be 
asked of members. 

A registration fee of $1.00 for each open 
session (Monday afternoon or Tuesday 
afternoon) will be asked of non-members. 

The charge for the Annual Dinner will be 
$5.00. Dress will be optional. Non-mem- 
bers will be welcome. It is suggested that 
dinner reservations be made as early as 
possible. 


Golf 

A golf tournament, to be participated in 
by members and guests, will be held Wed- 
nesday afternoon, September 18, at a 
prominent country club. Reservations for 
the golf tournament and for dinner may be 
made at the Registration Desk, and by mail 
in advance of the Annual Meeting. 


COMMITTEE IN CHARGE OF ANNUAL 
MEETING 


H. F. ELsBeRFELD, Chairman, Colgate- 
Palmolive-Peet Company. 

H. D. ANDERSON, American Gas & Electric 
Company. 

J. J. ANZALONE, The Chesapeake Corpora- 
tion. 

GeorGE M. ARISMAN, Armstrong Cork 
Company. 

GEORGE W. ATWATER, The Continental 
Can Company, Inc. 











CHARLES E. BaxTER, S. Slater & Sons, Inc. 

ALAN G. BENSON. 

O. W. BREwER, American Gas Association. 

LEsLIE N. Brucus, Thorsen & Ritchie, Inc. 

T. E. J. CRowLey, The New York Ameri- 
can. 

ARTHUR E. Davis, The Royal Typewriter 
Company, Inc. 

FRED DUNNING, The Yale & Towne Manu- 
facturing Company. 

RopNEY S. DuRKEE, Socony-Vacuum Oil 
Company, Inc. 

FRANK J. EL.is, William Wrigley, Jr., 
Company. 

CarL S. FAIRBANK, The Shaw-Walker 
Company. 

H. L. GOODENOUGH. 

THoMAs H. HuGuHEs, General Printing Ink 
Corporation. 

R. FRANKLIN Hurst. 

F. HowarD JOHNSON, Furida, Inc. 

R. H. JOHNSON, Socony-Vacuum Oil Com- 
pany, Inc. 

JOHN J. JOHNSTON, The Atlas Corpora- 
tion. 
GeorGE V. LANG, United Engineering & 
Foundry Company. 
ALBERT J. LANSING, 
Peet Company. 

J. H. MAcDonaLp, Trade Ways, Inc. 

C. ELwoop McCartney, General Builders 
Supply Corporation. 

H. A. MERKEL, Hooper-Holmes Bureau, 
Inc. 


Colgate-Palmolive- 


JOHN Novak, McCrory Stores Corporation. 

W. HERBERT PALMER, Lowe Paper Com- 
pany. 

CLARENCE E. PRIce. 

CHARLES R. RANDALL, JR., Nassau & Suf- 
folk Lighting Company. 

LAURENCE RIKER, Federal Water Service 
Corporation. 

F. S. Rapp, International Cement Corpora- 
tion. 

ROBERT K. SHIRLEY, Freeport Texas Com- 
pany. 

Henry A. STIX, Utility Accountants & Tax 
Consultants. 

L. J. Tracy, Union Pacific Railroad Com- 
pany. 

ARTHUR R. TUCKER, National Secretary, 
Controllers Institute of America. 

F. C. Watkins, U. S. Industrial Alcohol 
Company. 

W. J. WiLcKENS, Empire Power Corpora- 
tion. 

Byron C. WILLcox, The Grolier Society. 

EpwarD G. WILLIAMS, American Type 
Founders Sales Corporation. 

W. B. S. Winans, Henry L. Doherty & 
Company. 

KENNETH R. WoopruFF, Hygrade Food 
Products Corporation. 


SPECIAL COMMITTEE CHAIRMEN 


Program—H. F. ELBERFELD, Colgate-Palm- 
olive-Peet Company. 
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Publicity—ARTHUR R. TUCKER, National 
Secretary, Controllers Institute of 
America. 

Reception—ALBERT J. LANSING, Colegate- 
Palmolive-Peet Company. 

Exhibits—J. H. MACDONALD, Trade Ways, 
Inc. 

Golf—Cart S. FAIRBANK, The 
Walker Company. 

Hotel and Dinner Arrangements—KENNETH 
R. WooprurF, Hygrade Food Products 
Corporation. 

Attendance—JOHN J. JOHNSTON, The At- 
las Corporation, Chairman. 

Chicago Control—FraNk J. ELuis, Wil- 
liam Wrigley, Jr. Company. 

Cleveland Control—J. J. ANZALONE, The 
Chesapeake Corporation. 

New England Control—Davip R. ANDER- 
SON, The Kendall Company. 

Philadelphia Control—Grorce M. Aris- 
MAN, Armstrong Cork Company. 

Pittsburgh Contro—PauL J. URQUHART, 
Aluminum Company of America. 
HERBERT A. GIDNEY, Gulf Oil Corpora- 
tion of Pennsylvania. 

RoscoE SEYBOLD, Westinghouse Electric 
& Manufacturing Company. 

New York City Control—ArtTHur E. 
Davis, The Royal Typewriter Company, 
Inc. 

San Francisco Control—JOHN G. LaRsoN, 
California Packing Corporation. 


Shaw 





(Continued from page 151) 
been completed, and if the mails or 
means or instruments of transporta- 
tion or communication in interstate 
commerce are used for delivery after 
sale, the dealer has violated the Act.” 

Following this line of thought, the 
Commission said that ‘a seller is 
chargeable with knowledge that he may 
be selling to an agent and that the 
agent may use means or instruments 
of transportation in interstate com- 
merce or of the mails for the purpose 
of delivery after sale in the case of 
sales to banks.” 

The Commission also pointed out 
that where a broker solicits the sale of 
an unregistered security by the use of 
the mail or interstate telephone or tele- 
gram, he is in the same position as a 
dealer selling for his own account, and 
the transaction is not a brokerage 
transaction exempt under Section 4 
(2). The act of solicitation may con- 
stitute a violation of Section 5 (a) (1). 
Also if the mails are used for delivery 
after sale in such a solicited transac- 


tion there may be a violation of Sec- 
tion 5 (a) (2). 

The Commission went even further 
than this, however, in suggesting that 
‘‘a stock exchange, such as the New 
York Stock Exchange, which has be- 
come registered as a national securities 
exchange under the Securities Exchange 
Act of 1934 may, because of the inti- 
mate and unbroken relationship of 
transactions on such exchange to the 
interstate ‘flow’ of securities through 
such an exchange, in itself be regarded 
as a means or instrument of communi- 
cation or transportation in interstate 
commerce, and therefore sales of non- 
exempt unregistered securities over the 
Stock Exchange by dealers subject to 
the provisions of Section 5 violate 
the provisions of Section 5 (a) (1).” 
In other words, a transaction on the 
New York Stock Exchange might con- 
stitute “interstate commerce’ even 
though it arose out of an order to sell 
given in person in a New York bro- 
ker’s office by a New York resident and 
an order to buy also given in person 


in a New York broker's office by a 
New York resident, and the transac- 
tion was executed on the Exchange by 
the brokers themselves. 


SECURITIES ACT CONSTITUTIONAL ? 


It is interesting to note that in sup- 
port of this position, the Commission 
cited a number of Supreme Court de- 
cisions which were relied upon by the 
proponents in Congress of the Public 
Utility Holding Company Bill to up- 
hold its constitutionality. There was, 
however, a wide disagreement in both 
the House of Representatives and the 
Senate as to whether those cases sup- 
port the broad definition of ‘‘interstate 
commerce” for which they were cited 
by the proponents of that legislation; 
and it is one of those questions which, 
in both instances, can be settled finally 
only by the Supreme Court of the 
United States. The constitutionality of 
the Securities Exchange Act of 1934 
depends in large measure on how that 
question is determined. 





REVIEWS of Current Business Publications 


ACCOUNTING PROCEDURE FOR 
STANDARD COSTS, by Cecil Merle Gil- 
les pie, M.B.A. Ronald Press Company, New 
York. 371 pages. $5. 

Progressive development of standard cost 
principles and practices, from simplicity 
to complexity, and based upon a solid 
foundation of substantially complete systems 
in diverse manufacturing companies, con- 
tributes materially toward making “Ac- 
counting Procedure for Standard Costs” 
(hereinafter referred to as the manual), a 
distinctly valuable treatise on a rather in- 
tricate subject. This manual will serve many 
purposes. While the text, a series of lec- 
tures, review questions and problems, was 
produced primarily for use in the College of 
Commerce of Northwestern University, a 
wider scope of influence and service has 
been justly anticipated in placing the man- 
ual on the market. This condition (i.e., gen- 
eral commercial utility of a university course) 
characterizes the trend during recent years 
toward more practical education in account- 
ancy, and is a tribute to the university of 
today and to those responsible for the 
quality of courses. 

The sustained and increasing preferment 
of standard costs is due primarily to the 
facility they lend to analysis of the net re- 
sult of doing business (manufacturing, dis- 
tributing, and the like) into sundry price 
and quantity elements which simplify com- 
parison of results with estimates and pro- 
vide the foundation for executive decisions 
aiming at correction of the indicated de- 
ficiencies. Defects in materials, inefficiency 
of labor, inadequacy and errors in produc- 
tion methods, extravagances in expense— 
these and other bases for action in the in- 
terest of progress comprise the funda- 
mental reasons for the excellent status of 
standard costs in business of today. While 
procedure is the avowed and realized cen- 
tral theme of the manual, the all-important 
objectives of analysis and control are rec- 
ognized, and dealt with throughout as the 
foremost urges. Methods of analyzing vari- 
ations between actual results and standards, 
broken down as to price and quantity, and 
further, for each of these factors into ma- 
terial, labor and expense elements, are ex- 
plained and amply illustrated. Other uses 
for standard costs, including inventory con- 
trol and sales price determination, are also 
covered in admirable manner. 

Three basic standard cost methods are 
described, with progressive development 
clearly delineated from simple one-product 
and simple process applications to cases in- 
volving numerous products and involved op- 
erations. Under each method sundry vari- 
ances, to meet peculiar conditions, are dealt 
with. 

Although subsidiary to the subject of 
“accounting procedure for standard costs,” 


considerations involved in the setting of 
physical standards are discussed in considet- 
able detail. The two general criteria for 
determining standards (i.e., first, the attain- 
able standard or goal; second, bogey or 
measuring stick standards) and the three 
possible cost standards under the attain- 
able criterion, namely, 

1. Expected actual costs; 

2. Expected normal costs; and 

3. Best attainable performance, 
are discussed, and their application clari- 
fied, throughout the manual. Likewise, as 
to “sliding budgets” for both general plant 
service and producing departments. 

The straight ‘‘accounting procedure” 
phase (journal entries, ledger accounts, 
variation reports, and so on) of the treatise 
is clear and thorough. Review questions at 
the end of each lecture serve a self-evident 
purpose, and practical problems, illustrating 
cll phases, provide the foundation for maxi- 
mum benefit to the student reader. 

Special commendation is due the author 
for the excellent classified and digested 
bibliographies; any student of standard 
costs will find them invaluable. Likewise, 
the glossary of terms is a desirable feature. 

In the hands of all except those who al- 
ready know standard costs “inside out,” and 
who are continuously following develop- 
ments, this manual should be a valuable 
guide in solving the following principal 
problems: 


First, general conditions under which stand- 
ard costs should be applied; 

Second, types of standards and methods of 
standard costs adaptable to different in- 
dustries and operations therein; 

Third, proper accounting procedure; 

Fourth, monthly reports possible and de- 
sirable; 

Fifth, control and executive actions possible 
on basis of reports; 

Sixth, the strong and/or weak points in 
the cost or standard cost system installed 
in the company with which the reader is 
affliated (i.e., in case of a controller, 
general auditor, cost accountant, ef al.), 
or in the companies which he or his firm 


counsels (i.e., in case of the public prac- 
titioner). 


Other books on standard costs go further 
into principles and practices regarding 
specific phases. This manual under review 
would seem, however, to comprise a 
treatise, or perhaps better, a general course, 
on all phases, which might well be followed 
by specialized studies of specific phases 
covered in other literature. 

Reviewed by WitFrep C. SIGERSON, 

Controller, Mohawk Carpet Mills, Inc. 


LOSSES IN BANK EARNING ASSETS, 
by Frederick Mueller, Jr. Bankers Publish- 
ing Company, Cambridge, Mass. 189 pages. 
$3.00. 

The relative advantages of loans and dis- 
counts as compared with investments are 
discussed and the trend of each between 
1922 and 1931 are analyzed in the first 70 
pages of this book. A well-diversified port- 
folio of staggered loans becomes increas- 
ingly liquid as each day advances the time 
toward cash availability. Eligible loans can 
be discounted with and government bonds 
can be borrowed upon from the reserve 
banks. Other securities however can be 
liquidated only by sale. The trend was 
away from short-time self-liquidating per- 
sonal-contact loans toward the greater pro- 
vision of long-time capital through the 
practice of renewing loans and the growth 
of investments in securities and real estate. 

A study of the increase of asset losses, 
which averaged 10 per cent. of gross bank 
earnings, fills the remaining pages. Bank- 
ers in general were less successful with 
securities than with loans and discounts. 
The banker is periodically in touch with his 
borrower client but security holders are usu- 
ally not permitted to view the operations 
of their corporation except through ab- 
breviated and delayed annual statements. 
Local specialization has sometimes brought 
grief but so has investment in fields foreign 
to knowledge and experience. Small banks 
have been most affected but failures of 
larger banks were growing. 





Telephone 
John 4-1493 





The Inventories Computing 
Company, Inc. 


Established 1909 
107 WILLIAMS STREET, NEW YORK 


Auditors of Inventories 
Specialists in Computing 
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This book has been adapted from a series 
of articles in “The Bankers Magazine.” 
It is well written and should be easy reading 
for any controller. The non-inclusion of 
developments since 1931 will however 
somewhat limit its appeal. 


Reviewed by E. STEWART FREEMAN, 
Dennison Manufacturing Co. 


NEW YORK LAWS AFFECTING BUSI- 
NESS CORPORATIONS. (Annotated). 
J. B. R. Smith, Editor. United States Cor- 
poration Company, New York. 520 pages. 
$2.00. 

This is the sixteenth edition of this 
work, revised to May 17, 1935. At the re- 
cent session of the New York legislature 
there were adopted the unprecedented num- 
ber of forty-one separate acts changing 
eighty-nine sections of the consolidated 
laws within the scope of this publication. 
This annotated edition presents not only 
the last legislative word but contains also 
the exact language of the Court of Appeals 
in handing down the latest decisions. 

The full text is given of seven types of 
laws affecting organization, operation, and 
termination, of business and other corpora- 
tions, also applicable sections of the tax 
law (including tax on transfers of stock), 
membership corporations law (articles of 
application) penal law, general 
state constitution, and 
There are 


general 
construction law, 
legal recording and filing fees. 
also a synoptic analysis and complete index. 

While this work may appeal primarily to 
attorneys, and while it applies, of course, to 
New York State corporations, it is recog- 
nized that many officers of corporations, in- 
cluding controllers, must familiarize them- 
selves to a certain degree with the provi- 
sions of the business laws—must have at 
least a working knowledge of them; and it 
is recognized further that many corpora- 
tions which have their principal offices else- 
where than in the State of New York, also 
have branches and subsidiary organizations 
within that state and are subject to tax and 
other laws. Consequently this work is of 
real usefulness to them. 

The book is compact, has a sturdy paper 
cover, clear type, and is easy to use. 

Reviewed by ARTHUR R. TUCKER. 


Baltimore 


A luncheon meeting of controllers of sev- 
eral of the leading concerns in and near 
Baltimore was held at the Lord Baltimore 
Hotel on May 28, for the purpose of dis- 
cussing with the secretary of The Institute 
plans for organizing a Control of The In- 
stitute in Baltimore. The consensus of 
opinion was that a Control should be 
formed and steps to that end will be taken 
during the summer and early fall. 


“We'd as soon make deliveries in a 
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as do without Ediphone Voice Writing 
because our Dictators have increased 
their business capacity 25%!” 


(From Edison Records of the World’s Business) 
Before Voice Writing on the Ediphone was 
adopted by this department store, each 
Credit Department “‘dictator-secretary team”’ 
spent far more time writing letters than 
was actually needed. Secretaries were forced 
to sit around, idle, while dictators answered 
interrupting telephone calls and interviewed 
customers. Hours were wasted every week! 
And many credit letters were delayed— 
causing serious losses of money and good- 
will. 

Interruptions no longer waste time! As 
soon as customers leave, 
dictators turn to their 
Pro-technic Ediphone : 
“24-hour secretaries” no 
and voicewrite, with the 
information fresh in 
mind. Everyone is free! 
There is no waiting for 


DUST-PROOF - 


Ediphone 


DIGNIFIED DESIGN - 





“dictation periods”. ... no needless du- 
plication of effort. Due to Ediphone avail- 
ability, more letters are written... . bet- 
ter letters .... and all of them get out 
on time! The store’s assistant credit man- 
ager attributes a 25% increase in dictator 
business capacity to Ediphone Voice Writ- 
ing. 

Voice Writing guarantees a 20% to 50% 
increase in business capacity to any organi- 
zation. Edison will prove this to you, 
without obligation. Visit the Ediphone 
exhibit (Space No. 2) 
at the Controllers’ In- 
stitute Convention; Tel- 
ephone The Ediphone, 
Your City; or write to— 


Eden. 


ORANGE, N.J. U.S.A. 


SANITARY 


TAILORED IN STEEL* “BALANCED” VOICE WRITING 
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Year’s Work of Institute Reviewed 
in Comprehensive Report 


A clear picture of what has been ac- 
complished this year by THE CONTROLLERS 
INSTITUTE OF AMERICA is presented in the 
pamphlet, “A Year of Progress: Recent 
Activities of Controllers Institute of 
America,” which was mailed to members 
early in August. It is a record of which it 
is believed members of The Institute will be 
proud. 

The most significant fact brought out by 
the review of the year’s work is that a large 
part of the time and effort expended by 
members of the organization, and by its 
officers and staff, was devoted to technical 
studies and activity. This work constituted 
a large portion of the year’s program. This 
was a natural development, it is pointed 
out. The first three years of The Institute’s 
existence were devoted in large part to solu- 
tion of organization problems, defining 
policies, and laying groundwork for the 
technical work to come later, but even in 
those first three formative years many valu- 
able and noteworthy accomplishments were 
written into the record. 

With organization problems largely in 
the background, the year just closing 
brought out an impressive volume of tech- 
nical material, and witnessed the perform- 
ance of exceptionally useful services to 
business, particularly in connection with in- 
terpretation of the Securities Exchange Act 
of 1934, and its accompanying regulations. 

Under the heading, ‘Principal Activities 
of 1935,” these accomplishments are listed: 


Organization of Research Council com- 
pleted, and first study made. 

Wide range of subjects of technical and 
professional interest discussed, in various 
centers, and reported in official publica- 

tions. 

‘aluable service performed in making avail- 
able to the public, as well as to control- 
lers and financial officers of corporations, 
detailed information with respect to pro- 
cedures to be followed under the Securi- 
ties Exchange Act of 1934 and its under- 
lying regulations, and in suggesting to 
the Securities and Exchange Commission 
workable, practical applications of the 
law, to be incorporated in the regulations. 

Studies made of problems involved in un- 
employment insurance and other social 
security legislation, with particular ref- 
erence to the provisions of federal and 
state measures. 

Clarification of relations of controllers with 
public accountants, and with other pro- 
fessional men, including engineers and at- 
torneys. 

Preparation of latest available facts as to 
work done by controllers in various kinds 
of business concerns—their duties, re- 
sponsibilities, authority, and scope of ac- 
tivities. 

Placing of responsibility on controller—or 
principal accounting officer—for prepara- 
tion of federal tax returns, accomplished 
by securing amendments of regulations, 
and of tax return forms, so as to provide 
for signature of returns by the controller 
or principal accounting officer. 


= 


Completion of plans for legislative cam- 
paigns in. the states, to lead to enactment 
of amendments of corporation, business 
and tax laws to make the controller a 
Statutory officer. 

Mapping out of program of education for 
those who would equip themselves to be- 
come controllers, 


Reference is made to the rapid, steady 
growth in membership of The Institute, and 
to the fact that its membership is close to 
500. 

Other headings in the pamphlet: 
“Unemployment Insurance.” 

“Relations of Controllers with Public Ac- 
countants and Other Professional Men.” 
“Duties, Authority, Rank, Professional 

Standing of Controller.” 

“Seventeenth Duty of Controller.” 

“Controller May Now Sign Federal Tax Re- 
turns.” 

“Legislation.” 

“Educational Program.” 

“Mark of Professional Authority for Con- 
trollers.” 

“Standardizing and Simplifying Tax Re- 
turns.” 

“Membership Certificates and Cards.” 

This record of the year’s activities of The 
Institute is presented in advance of the 
Annual Meeting, and simplifies the problem 
of presenting reports in that meeting. The 
pamphlet goes further into detail than the 
president or secretary of The Institute 
would care to go in a report or address 
to be presented orally. 


SAYS INSTITUTE RANKS 
WITH THE LEADING 
ASSOCIATIONS 


To the President: 

I feel very happy to have your letter of 
June 27, notifying me that I have been 
voted full membership in THE CONTROL- 
LERS INSTITUTE OF AMERICA. 

From the few contacts I have had so far 
with the national office and also the local 
membership, I am convinced that The 
Institute ranks with the leading associations 
of the country. It is my earnest desire to 
help in every way I can, to further the in- 
terests of the Cleveland Control especially, 
and I am very sure that we will contribute 
our part to the fine work The Institute is 
doing. 








Public Accountant’s Opinion of 
Institute 


The controller of a sizable com- 
pany in Pennsylvania recently in- 
quired of the public accountants 
serving his company as to the ad- 
visability of making application 
for membership in THE CONTROL- 
LERS INSTITUTE OF AMERICA. 

The firm of public accountants 
replied to the inquiry as follows: 


“Reference is made to yours of June 
24 regarding the advisability of your 
joining THE CONTROLLERS INSTITUTE 
OF AMERICA. In my judgment it 
would be a most desirable thing for 
you to do. There are undoubtedly go- 
ing to be many new developments 
ahead, such as social legislation, em- 
ployment insurance taxation, and the 
like, which will probably receive the 
earnest consideration of an organiza- 
tion of this type. Undoubtedly much 
will be discussed and analyzed which 
would be helpful to you. By joining 
I feel sure you would receive material 
benefits, and knowing your abilities I 
am certain you would be active in its 
affairs and thus make some worth- 
while acquaintances. A large number 
of my friends belong to this organi- 
zation and I have urged others to do 
likewise. In your case I think it is 
the thing to do.” 


No comment is necessary. 











Aside from the technical and business 
phases of the organization, it is a pleasure 
to be associated with such fine fellows. 

L. H. DEFOREST 
Secretary, Cleveland Control 
CONTROLLERS INSTITUTE OF AMERICA 


To the Secretary: 

Being physically unable to attend meet- 
ings for about two years I enjoyed reading 
the year book and derived greater pleasure 
from reading it than I would if I had been 
attending meetings regularly. I read the 
various articles with great satisfaction and 
those responsible for its production deserve 
the appreciation and thanks of the member- 
ship. J. A. SEEKE, 

J. E. Linde Paper Company 








R.S: MARSHALL CO. 


Accountants Specializing in 
NEW YORK STATE CORPORATION TAXES 


Since 1922 


50 Broadway, New York 

















The Controller, September, 1935 157 


“VELVET TOUCH 


such ease—such silence 


such speed 











UCH ease of operation. You 

literally play the keys of these 
new Monroe machines instead 
of pounding them. In the expand- 
ed Monroe line there is a Velvet 
Touch, desk size machine for every 
kind of figure work. You really 
have to see these new Monroe 





A Monroe Adding-Calculator at work on 
Super Pyro Anti-Freeze sales statistics 











machines to appreciate what a 
tremendous forward stride they 
represent. A phone call to any 
Monroe branch will put a machine 
to work on your own figures. Or 








- ° ‘ Monroe Adding - Calcula- oa e ~ 
write Monroe Calculating Machine tors were used in compiling 4 NE aD 
NBC’ snewcirculationstudy, A FREE COPY OF ° 
Company, §ae., Orange, N. A ‘*NBC Network Aireas.’’ “VELVET TOUCH" 
A NEW 16 PAGE - 


Be sure to visit the Monroe 
exhibit at the Fourth Annual 
Conventionof the Controllers 
Institute which is being held 
in the Waldorf-Astoria, New 
York, September 16 and 17, 
where all new models of the 
Monroe will be on display. 





INSTITUTE ACTIVITIES 


RECENT LETTERS TO 
MEMBERS 


This letter was sent to members of THE 
CONTROLLERS INSTITUTE OF AMERICA, un- 
der date of August 1: 


Five important matters are covered by 
this communication. Please give them your 
attention. 

Item No. 1: President J. Calvin Shum- 
berger has appointed a Committee on 
Nominations, as follows: Michael 
Rickles, Van Kannel Revolving Door 
Company, Chairman; Charles E. Baxter, 
S. Slater & Sons, Inc.; Arthur Holmes, 
General Chemical Company; Thomas H. 
Hughes, General Printing Ink Corpora- 
tion; Fred H. Troup, RCA Radiotron 
Company, Inc. This Committee will nom- 
inate seven candidates for directors of 
The Institute, for terms of three years 
each; and two candidates for auditors, 
for terms of one year each. The nomina- 
tions made will be reported to the mem- 
bers about mid-August. 

Item No. 2: If you have not replied to the 
questionnaire sent out by the Research 
Council on “Consolidated Tax Returns,” 
please do so. A large number of replies 
have been received. There is still time to 
include other replies in the summary soon 
to be compiled. 

Item No. 3: A booklet, “A Year of Prog- 
ress,” reporting in considerable detail the 
work done by The Institute during the 
year now drawing to a close, is enclosed. 
Please familiarize yourself with its con- 
tents. Careful reading will make your 
membership in The Institute more valu- 
able to you. If you wish a copy or copies 
to send to persons eligible to membership 
in The Institute, or to others interested 
in its work, please notify the office. 

Item No. 4: The Institute will soon send to 
all members, without charge, a certificate 
of membership. The certificate is of con- 
servative design, in keeping with the 
dignity of the organization, and is at- 
tractive in appearance. Months of thought 
and careful planning have been devoted 
to selecting just the right design. The 
office desires to have from each member: 
(a) The spelling and arrangement of his 

full name, as he wishes it to appear 
on the certificate. 


(b) Information as to whether the mem- 
ber wishes to have his certificate 
framed. The Institute has arranged 
to have the framing done, in a man- 
ner suited to the most conservative 
office, at a cost of 50 cents, for those 
who wish it. 

Fill out and mail the enclosed sheet. 

Item No. 5: The Fourth Annual Meeting, 

September 16 and 17, at the Waldorf- 

Astoria Hotel, New York City. Just a 

reminder that it will be the most worth- 

while meeting yet conducted by The In- 
stitute. The cost of your traveling expense 
and time will be returned many times 
over to your firm, by attendance. You 
will be genuinely missed, if you do not 
manage to get there. Bring some guests. 

They will be welcome. Special reduced 

railroad fares have been obtained, and all 

members outside New York City are 
urged to obtain a certificate when pur- 
chasing ticket. 

ARTHUR R. TUCKER, Secretary. 


ELECTION OF OFFICERS 
New England Control 


Members of the New England Control 
elected officers and directors, on May 22, as 
follows: 


President—DaniEL- A. BEATON, East Lynn, 
Massachusetts. 

Vice-President—HaroL_p M. Lawson, Sa- 
lada Tea Company. 

Secretary—Davip R. ANDERSON, The Ken- 
dall Company. 

Treasurer—HENRY C. Perry, The Hey- 
wood-Wakefield Company. 


Directors 

E. STEWART FREEMAN, Dennison Manu- 
facturing Company. 

FRANK A. Poor, Hygrade Sylvania Corpo- 
ration. 

C. ELtis SPENCER, Crompton & Knowles 
Loom Works. 

CARL W. STRAND, West Groton, Massachu- 
setts. 


The officers are also members of the 
Board of Directors. 





36 W. 44TH STREET 





FLOYD H. ROWLAND & CO. 


Management Consultants 


Chart—‘‘Controlled Planning for Sales and Profit’? sent on request. 


NEW YORK CITY 














Institute Literature 
YEAR Books 


The Controllers Institute of 
America has issued three Year 
Books, dated 1932, 1933, and 1934. 

Members who have not provided 
themselves with copies of the Year 
Books issued prior to the time when 
they joined The Institute, may wish 
to obtain the earlier books. 

They are available, at $1 a copy, 
but the supply is dwindling, and 
those who are interested in obtain- 
ing them are urged to lose no time 
in putting in their requisitions. 

The Year Books form an interest- 
ing historical background of The 
Institute, containing reports of the 
discussions of the members in the 
earlier days, in which the policies 
and aims of The Institute were 
formulated; also many _ valuable 
papers, together with lists of mem- 
bers, by-laws, articles of incorpora- 
tion, and other interesting material. 
A complete set of the Year Books 
will be useful to all members. 

Back NUMBERS OF “THE 
CONTROLLER” 

Publication of ‘The Controller,” the 
monthly magazine issued by The 
Institute, was begun with the Febru- 
ary, 1934, issue. Prior to that time 
occasional printed bulletins and an- 
nouncements had been issued. A 
complete set of issues of ''The Con- 
troller’ provides a supplementary pic- 
ture of the development of The In- 
stitute and of its work, as well as a 
series of articles which have been 
pronounced valuable contributions 
to controllership and to discussion of 
the problems of the controller. 

Copies of back numbers of "The 
Controller’ —with the exception of 
the May, 1934, number, which is out 
of print—are available. Members of 
The Institute who wish to have com- 
plete files of ''The Controller’ in their 
libraries, including the numbers 
printed before members who have 
joined within the past eighteen 
months became affiliated with The 
Institute, may obtain them at the 
special rate of 40 cents a copy. The 
supply consists of but 200 to 300 
copies of each number. 

Provision has been made for bind- 
ing sets of “The Controller’ by years, 
at a cost of $2 a volume; The In- 
stitute also can supply covers for 
retaining copies in loose leaf form. 
Limp covers are to be had at $2 
apiece. 

“ONE YEAR'S WorRK”: “A YEAR 
OF PROGRESS” 


These are the titles of booklets 
issued in August, 1934, and August, 
1935, respectiveiy, in which the ac- 
tivities of The Institute during the 
years named are set forth in con- 
siderable detail. These booklets may 
be had by members and others with- 
out charge, on application, as long 
as the supply lasts. 


























THE NEW B-12 


DUCTAP IONS 


Your secretary, too, will enthuse over the amazing 
naturalness of your voice on this new transcribing in- 
strument. 

Given its attractiveness by the industrial designer, 
Stanford Briggs, and its efficiency by Dictaphone engi- 
neers, its Nuphonic* Reproduction is a revelation in 
voice clarity. To appreciate that statement it must be 
seen and heard. 

Secretaries, the country over, declare it the greatest 





* Nuphonic Reproduction—a new development of the Dic- 
taphone laboratories—gives a new standard of voice clarity 
such as secretaries have never before experienced. 

The word DICTAPHONE is the Registered Trade-Mark of Dicta- 
phone Corporation, Makers of Dictating Machines and Accesso- 
ries to which said Trade-Mark is Applied. 


achievement since the invention of the Dictaphone. 
Hearing it for the first time, the clear-cut purity of 
tone seems almost unbelievable. 

Ask your secretary to see and hear this new instru- 
ment. We can have one on her desk in a few hours 
after she phones us. Write or phone for your copy of 
the Nuphonic Progress Portfolio. 


Dictaphone Sales Corporation CI 
420 Lexington Avenue, New York, N. Y. 


CUI want to see your representative. 
(1) Please send me your Nuphonic Progress Portfolio. 
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For the Man Who Has To Worry 
About the New Federal Taxes... . 


CCH 
STANDARD FEDERAL TAX 
SERVICE 


Loose-leaf— Always Up-to-Date 


There will be Taxes and More Taxes. And “Returns” and tax bills thereunder coming up to 


your desk for approval! 


As Controller, you will find more and more need—and increasing usefulness—for this, the ac- 
cepted reporter on Federal taxes. 


For twenty-two years, the STANDARD has been recognized as the most comprehensive and 
authoritative work in this field. It brings together all pertinent law, regulations, decisions and 
rulings, arranges the data in logical orderly manner in special loose-leaf binders behind tab 
guides—and puts everything right at your fingertips through full detailed indexes by topic, 
case name, law, etc., in a handy Index volume. 


A few of its many practical features you will find helpful are the 300-page topical general in- 
dex, 500-page citator of all court and Board of Tax Appeals decisions, “master tax guide,” 
illustrative cases, questions and answers, full texts of new court decisions and rulings, and di- 
gests of all reported Board decisions. Especially useful will be the many filled-in forms, tax 
computations, and clear-cut explanations of technical points of the law and procedure. 


Rapid deliveries of all new matters, indexed as issued, keep you in continuing touch with the 
current Federal tax picture. 











COMMERCE CLEARING House, INC. 
FREE 205 West Monroe Street, Chicago 


Put me down for a complimentary copy of the New Federal Tax Laws, when 
enacted. 


to Controllers 
Copy of the Name 

Controller of 

Street Address 


City and State 


New Federal Tax Laws 


when enacted 
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The New 


Si TT 
SES 


SILENT SPEED... Unprecedented, easy, fast opera- 
tion without noise... adjustable to operator ease. 


QUIET OPERATION... Feather touch . . . key con- 
trolled . . . completely electric. 

KEYBOARD CONTROL... Complete... compact... 
under fingertips of one hand... right or left. 
AUTOMATIC CLEARANCE... Electric keys . . . con- 
veniently grouped . . . a single touch clears all 3 dials. 
GLIDING CARRIAGE...Smooth ... easy sliding 
either direction at the touch of an electric key. 
3 CHECK DIALS... One for each factor . . . includ- 
ing keyboard set-up. 

3 DIAL ALIGNMENT... All three check dials closely 


grouped in operating alignment. 


Unrivaled in performance . . . 
It’s a natural! The easiest to buy of all calculators! 


MARCA NM 


= MARCHANT 






PRE-SET DECIMAL... Always right! Easy to read... 
definitely pre-determined. 
COMPLETE CARRY-OVER ... Smoothly progressive 
throughout entire carriage capacity . . . 20 places. 
FASTEST MULTIPLICATION... Smooth... continu- 
ous, flowing dials. 
AUTOMATIC DIVISION... At the mere touch of 
the division key . . . electric and fully automatic. 
ADD & SUBTRACT BARS... By direct operation 
. no keys or levers to set ... always ready. 
OVAL KEYS... Fit the fingers . 
board ... greater efficiency ... closer dials ... easier read. 


ATTRACTIVE APPEARANCE... Streamlined... soft 


colors, small, light . . . portable. 


. condensed key- 


unduplicated in silence. 





Marchant Calculating Machine Company. Oakland, California 





AUTOMATIC CONTROL 


BELONGS -IN BUSINESS 


- AS WELL AS ON SHIPBOARD 


ff 


AUTOMATICALLY this ma- 
chine provides complete re- 
ports from punched cards. The 
machine prints classifications, 
lists details, computes and 
prints totals, grand totals and 
net balances. 


On the bridge of a modern ship or in the execu- 
tive office of a modern business, a constant 
knowledge of conditions is essential. On ship- 
board, automatic devices furnish facts and 
figures to the men in command. In the realm 
of business management, International Electric 
Accounting and Tabulating Machines apply the 
recognized principle of automatic control. 


Through the medium of punched tabulating 
cards, these machines provide detailed informa- 
tion concerning every branch—every phase. 
Automatically, they supply complete, printed 
reports and statistical records with accuracy 
and greatest possible speed. 


The operating speed and the flexibility of these 
machines enable management to maintain a 
constant control . . . information is alive—up- 
to-the-minute. The executive keeps pace with 


GENERAL OFFICES: 270 BROADWAY, NEW YORK, N.Y. 
BRANCH OFFICES IN ALL PRINCIPAL CITIES OF THE WORLD 


the demands of modern economic trends, and 
charts his course according to the current of 
current events. Write for detailed information 
regarding this modern accounting method to- 
day. 

International Business Machines include In- 
ternational Electric Accounting and Tabulating 
Machines, International Time Recorders and 
Electric Time Systems, International Industrial 
Scales, International Electric Writing Machines, 
Central Control Radio, Music and Speech Equip- 
ment, the International Ticketograph, and the 
New Proof Machine for Banks. 


INTERNATIONAL 


BUSINESS = MACHINES 
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